Introduction
The issue of rising wage inequality has attracted a considerable amount of research in international labour economics. 1 For a long time rising wage inequality in Great Britain and the United States has been contrasted with a stable wage distribution in Europe and especially in Germany. The issue has been highlighted by Krugman (1994) who argued that rising wage inequality and low unemployment rates in the United States and rising unemployment combined with a stable wage distribution in Europe are the two sides of the same coin. It was suggested that the stability of the German wage distribution might reflect institutional factors such as social transfers, union bargaining power in the German system of central wage bargaining or the public educational expansion of the seventies.
However, as a result of its strong trade orientation, Germany experienced an increase in the demand for high skilled workers and a decrease in the demand for the low skilled, which is a development common to most industrialized countries. Findings by Fitzenberger (1999) , Franz and Steiner (2000) and Möller (2005) among others (compare the summary of studies on wage inequality in Germany in Table A1 in the Appendix) suggest that wages in Germany have always been flexible to some degree. More specifically in the recent decades wages below the median seem to have experienced a higher dispersion and inequality increased in East Germany after unification. In this paper we analyse the evolution of wage inequality based on the German SocioEconomic Panel (SOEP) 1984 to 2005. Our contribution to the literature on rising wage inequality is threefold: First, the paper provides evidence for the recent clear increase in wage inequality (the ratio of wages of high wage workers as measured by the ninetieth percentile of the wage distribution and low wage workers as measured by the tenth percentile of the wage distribution for all workers was 2.47 in 1994, 2.76 in 2000 and 3.08 in 2005 in West Germany) and discusses some possible explanations. Second, we separately investigate the evolution of wage inequality both for East and for West Germany in order to account for the different economic transition processes after unification. Third, based on the Juhn et al. (1993) decomposition method, the role of tenure, selfemployment, education, nationality and gender for the rise in inequality in each part of Germany is analysed. To the best of our knowledge the relationship between tenure and rising inequality has not been investigated so far, although it seems to be central from an economic point of view. Point estimates of price and composition effects are presented, together with confidence intervals. Still the majority of studies on wage inequality in Germany are based on various samples taken either from the two percent sample of the social pension fund register data (so called IABS) or from the SOEP. Both data have pros and cons which shall be sketched briefly. 2 One advantage of the SOEP is that it includes all groups of workers (wage and selfemployed workers as well as civil servants) and information on hours of work is available. One disadvantage is that the number of observations is low (compared to the IABS). Studies for specific groups of workers such as the top one percentile ones or physicians are not possible. Another concern is representativeness. For instance, successful or high wage worker information on hours and earnings may be missing more often (high wage workers may shrink away from specifying their earnings, successful workers may have higher opportunity costs from participation in a survey) which can result in an underestimation of inequality in the upper part of the wage distribution. One advantage of the IABS is that it is a large representative sample of dependent wage workers starting in 1975. One disadvantage is that hours of work are not available. Therefore studies based on the IABS focus on daily instead of hourly wages. This may result in an overestimation of wage inequality if hours of work become more dispersed over time. Another limitation is that periods as a self-employed worker or a civil servant are not available in the IABS, as a rule. In Germany about 20 percent of employed workers are either self-employed or civil servants. They are not obliged to join the social pension fund and therefore are not in the IABS data. It is beyond the scope of our paper to evaluate the pros and cons of these two or other data (such as the Structure of Earnings Surveys or the Taxpayer Panel) for the analysis of wage inequality. Nevertheless on occasion we will discuss similarities and differences taking samples from the SOEP that are alike the IABS. Keeping in mind the pros and cons of the SOEP mentioned above is helpful for comparison reasons. 3 Our measures of wage inequality are the ninetieth to tenth percentile ratio of the real gross hourly wage, as well as its two sub-intervals, the ninetieth to fiftieth, and fiftieth to tenth percentile of the wage distribution (see section 2 below). Figure 1 and Figure 2 show the evolution of wages between 1984 and 2005 for West Germany and between 1994 and 2005 for East Germany, respectively. Two samples of workers have been drawn from the SOEP, one comprising all workers including the self-employed, and one only for the group of prime age dependent male workers (age group 25 to 55; the latter can be compared more easily with results from the IABS; for more details see section 2). The findings suggest that wage inequality in Germany started to increase after the economic downturn 1992/93. 4 The significant rise in wage inequality in Germany is a phenomenon that seems not to be exclusive to specific groups of workers as for example the self-employed, women or foreigners. However, the increase in wage inequality was higher for workers with lower tenure compared to workers with higher tenure. Wages therefore seem to react more flexible for entrants and workers with low tenure compared to incumbent workers, which is line with the literature on wage rigidity in Germany, see Pfeiffer (2005, 2006) , among others. Between 1994 and 2005 the average hourly wage of prime age dependent male workers increased by 23.4 percent in East Germany and by 9.8 percent in West Germany. For this group, the ratio of the ninetieth to the tenth percentile of the wage distribution increased from 2.3 to 2.9 in East Germany and from 2.1 to 2.5 in West Germany. With respect to West Germany, this implies a strong increase in inequality in a period with only very moderate average wage growth. Between 1984 and 1994 the wage distribution was stable even though average wage growth was 23.7 percent for prime age dependent males. Based on samples taken from the SOEP the evolution of wages and wage inequality in East Germany differs considerably from that in West Germany. During the transition process towards a market economy, mean wages as well as wage dispersion rose faster. In East Germany, rising inequality mainly concerns wages above the median wage, while in West Germany dispersion forces were stronger below the median. This is in line with an explanation that rising wage inequality in East Germany to a greater extent results from firm competition for (high) qualified workers who else might migrant to West Germany. Wage inequality in West Germany seems to be, to a greater extent, the result from an increased supply of low-wage workers. This is a careful interpretation from the findings based on the SOEP. Clearly more research is needed that should be directed to assess recent wage dynamics with better data especially for the top deciles of the wage distribution. 3 Comparing results with national and international studies based on incomplete data can be exhausting. For example, in the United States wage inequality is higher (the ninetieth to tenth percentile of real gross hourly wage was 4.4 in 2004), but remained stable between 1994 and 2004 (Mishel et al. 2006) . In Spain inequality is also higher (3.6 in 2002), although it has been decreasing since 1995 (Izquierdo/Lacuesta 2006) . The role of data design for understanding international differences needs some more research, see also Part 4 below. 4 After the unification boom the German economy experienced a severe recession with employment losses in the private sector of 1.97 percent in 1992/93, 1.56 percent in 1993/94 and 1 percent in 1994/95 (Pfeiffer 2003 based upon "DIW Vierteljährliche Gesamtrechnung"). The rest of the paper is organized as follows: Section 2 describes the samples taken from the SOEP, undertakes some comparisons with the quarterly wage survey of the German Federal Statistical and introduces to major changes in the structure of the German workforce. Section 3 discusses the evolution of wages and wage inequality while section 4 focuses on the findings from the decomposition of wage changes. Section 5 concludes. Germany. First, a full sample was taken containing all workers aged 16 to 65 years including the self-employed. All observations with missing information on at least one variable of interest were dropped. The variable real gross hourly wage is obtained for all workers including the self-employed by calculating the ratio of last months' salary and hours worked. All wages are deflated with the Consumer Price Index for Germany (base year 2000, Statistisches Bundesamt 2006) . Hourly wages are trimmed at the two percent highest and lowest observations to reduce the risk of measurement error from extreme values. Further issues in reported hours for measured wage inequality are discussed in section four below. With this sample the evolution of wage inequality in Germany is analysed based on all individuals participating in the workforce, including women, part-time workers and the self-employed.
Second, a restricted sample was drawn containing only prime age dependent male workers, at the age between 25 and 55 years (about 45 percent of the full sample). Table A2 in the Appendix contains detailed summary statistics on wages, hours and earnings for the chosen samples for West Germany, and Table A3 for East Germany. This restricted sample is chosen to facilitate comparisons with previous studies which concentrate on the populations of dependent workers who are part of the German system of social pension fund (for instance Dustmann et al. 2007 , Kohn 2006 , Möller 2000 , 2005 . Furthermore we would like to answer the question whether rising wage inequality is also prevalent in the group of workers with the highest commitment to the labour market which are prime age dependent males. For those (see Table A2 A comparison of our results based on the SOEP with the quarterly wage survey of the German Federal Statistical Office (see Statistisches Bundesamt 1995 ) reveals similar trends in wage inequality. The quarterly wage survey contains average wages for blue collar unskilled workers and blue collar skilled workers and wages for white collar skilled and unskilled workers from manufacturing. In the subsequent econometric analysis (section 4 below) it is necessary to estimate wages as a function of educational qualification, tenure, potential experience, sex (female), self-employment and nationality (foreigner) of workers. The evolution of these variables reflects changes in the socio-economic composition of the German workforce. In West Germany the share of highly educated workers 5 doubled between 1984 and 2005. Prime age dependent male workers are better educated compared to workers in the full sample. In both samples, the average duration of years of schooling increased by about 1 year (to 12.30 years in sample one and to 12.35 in the sample of prime age dependent males in 2005).
Female participation increased from 37 to 47 percent, while the share of foreigners fluctuates around 8 percent. About 6 percent of the workers in the overall sample are selfemployed. 6 Self-employment has been rising continously since 1994. The share of people whose tenure is seven years (the median) or longer ("high tenure") decreased in the sample of prime age dependent West German males from 64 percent in 1984 to 58 percent in 2005. In this sample the average years of tenure was 11.46 in 1984 and 11.77 In East Germany average wages in 2005 amount to 77 percent (71 percent in 1994) of average wages in West Germany in sample one and to 72 percent (64 percent in 1994) in the sample of prime age dependent male workers. 7 East German prime age dependent males work on average 1.4 hours more than West Germans, while in the sample of all workers the difference is 3.8 hours in 2005. Compared to West Germany there are more workers with high education. Female participation rates are higher, although the West German ones are converging to East German levels. The share of foreigners in East Germany does not exceed one percent. There was a continuous rise in the share of self-employed workers 
The evolution of wage inequality

West Germany 1984 to 2005
This section presents the evidence on the development of wage inequality in the SOEP samples for West Germany. Table 1 displays the central measure for wage inequality, the ratio of the ninetieth to tenth percentile in the wage distribution. In the sample of all workers the measure of inequality first decreased from 2.59 in 1984 to 2.47 in 1994, indicating a moderate wage compression, and than increased to 3.08 in 2005, indicating rising inequality. According to the 95 percent confidence interval this difference is significant (Table 1, in brackets). Wage inequality is lower in the sample of prime age dependent male workers and for foreigners, although the increase in wage inequality is also present in those subgroups. The ninetieth to tenth percentile ratio in the group of prime age dependent male workers was 2.11 in 1994 and 2.51 in 2005. To compare the basic finding of rising wage inequality in the group of dependent male workers from the SOEP with results from Kohn (2006) based on the IABS the eightieth to twentieth wage percentile was calculated. Between 1992 and 2001 this ratio increased by 5 log points, in this SOEP sample. According to Kohn (2006) in this period the eightieth to twentieth wage percentile of daily wages increased by 9 log points. As argued above (see the introduction) the comparison suggests that the finding based on the SOEP may underestimate the rise in wage inequality. The increase might have been 9 instead of 5 log points. However, one needs to keep in mind that the IABS findings refer to daily and not hourly wages. According to the SOEP data in that period the dispersion (standard deviation) of hours of work increased from 7.19 (1992) to 7.71 (2001) , with a slight rise in the mean (42.58; 43.17) (see Table A2 ). Therefore, the IABS may overestimate the rise in (hourly) wage inequality (while the SOEP may underestimate it).
Wage inequality is highest for the self-employed, but the numbers do not indicate a clear trend in the period under investigation. Wage inequality is significantly lower for workers with seven or more years of tenure (see "high tenure" in Table 1 ). For the group of workers with "low tenure" the tendency of rising wage inequality since 1994 is strongest. Figure 3 illustrates the wage distributions for workers in the overall and in the restricted samples for the years 1984 years , 1994 years and 2005 years . For 1984 and, to some degree, for 1994 the figures indicate the well-known compressed distribution of German wages which is skewed to the right and shaped like a log-normal distribution. The 2005 figure, however, shows more dispersion and symmetry. Apparently, compared to 1994, a higher share of workers receives both very low and also relatively high wages.
A comparison between twenty percentiles of the wage distribution for 1994 and 2005 in the full sample (Figure 4 ) reveals that real wages below the twenty-fifth percentile decreased, and that wages above the median grew at roughly similar rates. This suggests that the rise in inequality has been stronger below the median, which is in line with findings from Kohn (2006) and Möller (2005) . In the group of prime age dependent male workers real wages below the twentieth percentile decreased (see Figure 4) while the rise was highest for the top percentile. For self-employed workers wage growth was more diverse at all percentiles. Foreigners experienced a rise in inequality which confirms the findings of Riphahn (2003) . Interestingly, however, wage growth for workers with low and high tenure differs to a higher degree. Between 1994 and 2005 wage growth for the "high tenure" group of workers exceeds growth rates for the "low tenure" group in all percentiles below the seventieth percentile of the wage distribution and in the subgroup for prime age dependent males in all percentiles, Figure 5 . The differences are significant. There is no percentile with a wage decrease for the high tenure group of prime age dependent males. In comparison, real wages of workers with low tenure decreased below the fortieth percentile of the wage distribution. According to these results tenure seems to be an important dimension of wage inequality and wage flexibility. Wage growth in the group of workers with low tenure shows more inequality and dispersion compared to the "high tenure" group. These results suggest that the adjustment of wages to labour market conditions primarily takes place among entrants to the labour market. In the group of workers with high tenure, adjustment to market conditions for labour mainly takes place through reduction of employment or hours of work, not primarily through wage cuts.
East Germany 1994, 2005
This section reports our results on the evolution of wages and wage inequality in East Germany. To allow a direct comparison with the findings on West Germany, the period of observation is 1994 to 2005. Figure 6 illustrates the evolution of wages in East Germany for the whole wage distributions and Figure 7 shows the wage growth for twenty percentiles. Rising wage inequality is present and concentrated to some extent in the upper tail of the wage distribution. Table 2 reports wage inequality as measured by the ninetieth to tenth percentile for the different samples and subgroups of workers (females, self-employed, low and high tenure), including 95 percent confidence intervals. In the first sample, the ninetieth to tenth percentile was 2.40 in 1994 and 3.20 in 2005. The 95 percent confidence intervals do not overlap, indicating rising wage inequality.
For males and females the increase in wage inequality is rather similar. As in West Germany, wage inequality is highest among the self-employed. Along the tenure dimension results differ in East and West Germany. In East Germany inequality is similar in the high and low tenure groups. Tenure is still lower in East Germany, since firm foundation emerged after unification, only 14 years ago. Firms are smaller in East Germany and smaller firms show a higher degree of employment volatility and a lower inclination in central wage bargaining (see Pfeiffer 2003) . This may explain why the tenure differences found for West Germany are not yet visible in the East German samples. 
Findings from decomposition
This section presents the findings from a decomposition analysis based on the method introduced by Juhn et al. (1993) . Changes in wage inequality are decomposed into changes in prices for observable characteristics (in our study: age, tenure, educational qualification, sex, self-employment and foreigner), changes in the composition of the workforce concerning these variables over time and unobserved or residual wage inequality. For this purpose, linear wage equations are estimated with the SOEP. The estimated coefficients are interpreted as returns to the observable variables, and changes in the observables over time are interpreted as changes in the composition of the workforce. In real data the counterfactual decomposition results do not need to add up to one. Therefore the residual component is calculated as the difference between the observed percentage change in wage inequality and the estimated price and quantity components from the wage equation. To obtain reasonable results for this decomposition analysis the error term has to be independent and normally distributed. 9 Growing residual wage inequality might result from increasing inequality in the distribution of unobserved skills. For instance in the United States a rise in the variances of wages occurred primarily for high educated workers (Lemieux 2006 Table A2 in the Appendix), while the standard deviation of monthly earning strongly increased. The findings from official wage statistics and from this study therefore indicate that the rise in wage inequality is not just the result of a rise in the error of reported hours of work. We try to confirm the argument with a simulation exercise. In this exercise a normal error with a continuously rising standard deviation was added to the reported hours of work in the sample from 1984 and the corresponding wage inequality was calculated.
To increase the ratio of the ninetieth to the tenth wage percentile from 2 in 1994 to 2.5 (the value in 2005) the standard deviation of the hours (actual plus simulated error) has to increase to 11. Compared to this huge increase in the variation of hours, a rise to 7.7 (the value from the sample 2005) had only a minor impact on the ratio of ninetieth to tenth wage percentile. In order to get a reasonable empirical wage equation non-linearities are allowed for. Tenure is divided into thirteen 10 , potential experience into seventeen categories 11 . All wage equations have been estimated separately for East and West Germany, for the full sample and the restricted sample of prime age dependent male workers as well as for various subgroups, for example workers with low and high tenure. 12 The following discussion of the empirical findings concentrates on the ninetieth to tenth wage differentials as well as its two sub-groups, the ninetieth to fiftieth and the fiftieth to tenth differentials.
West Germany 1984 Germany , 1994 Germany , 2005 The decomposition confirms findings on wage inequality from section 3 and may be helpful in clarifying the role of some explanatory factors for rising wage inequality. Table 3 summarizes the findings for the full sample and the restricted sample of prime age dependent male workers. To read Table 3 , look, for example, at its first row: The wage dispersion between the ninetieth and the tenth percentile (column one) decreased in total (column two) by 0.050 log points or 4.88 percent ((e -0.05 − 1) · 100 = -4.88). The total wage growth is decomposed into a quantity effect (column 3), a price effect (column 4) and a residual effect (column 5). The findings can be summarized as follows:
-Even though wage inequality increased significantly over the whole period, the increase was concentrated on the period between 1994 and 2005. For the period between 1984 and 1994 our findings confirm the stability of the German wage distribution.
-In the full sample of workers there is an asymmetry in the increase of wage inequality between 1994 and 2005: Wage inequality increased somewhat in the upper part of the wage distribution. The total increase in the ninetieth to fiftieth percentile was 0.050 log points. Compared to that the increase is quantitatively more pronounced in the lower part of the wage distribution. The total increase in the fiftieth to tenth percentile that is in the lower part of the wage distribution was 0.171 log points. These results 10 The groups range from 0-3 years over 3-6 years to 33-36 years, the group with highest duration are those employees who stayed with the same employer for more than 36 years. 11 The groups range from 0-3 years over 3-6 years to 45-48 years, the highest group is "more than 48 years". 12 All wage equations are available from the authors upon request. -In the period of stability, the decade from 1984 to 1994, composition effects alone would have caused increasing wage inequality while in total wage inequality decreases. So price and composition forces seem to have worked in the opposite direction. In the period of rising inequality, the decade 1994 to 2005, the estimated composition effects have been responsible for moderate changes in the evolution of wages in the sample of prime age dependent males. Price effects dominate. Price changes for observed characteristics explain one quarter to one third of overall rising inequality.
-For prime age males with low tenure prices have the highest influence for changes between the 90 th and 10 th and above the median.
-Results differ between the full sample of all workers, including the self-employed and women, and the restricted sample of prime age dependent male workers. However, these differences are moderate. There was slightly less wage dispersion in the period between 1994 and 2005 in the sample of prime age dependent male workers. For woman in the overall sample composite and price effects are quantitatively similar, while price effects are more important in the sample of male dependent worker (assessed by the point estimates).
-According to Kohn (2006) the increase in wage inequality below the median (between 1992 and 2001) is predominantly concentrated among women. In our analysis this is not the case. Even if we restrict our observation period from 1992 to 2001 and estimate the wage equation separately for women and men, increasing wage inequality is concentrated below the median for males and females (results available upon request).
-According to the best of our knowledge confidence intervals are not reported for others decompositions studies for Germany. The reported confidence intervals suggest that the distinction between price, composition and residual effects has a moderate degree of statistical explanation power. One reason for the moderate precision presumably is the relatively low number of observations in the SOEP.
A comparisons with studies based on the IABS that use quantile decomposition techniques may be helpful here. For instance, according to Dustmann et al. (2007) changes in the composition of the workforce can explain 40 percent of the increase in wage inequality in the upper part of the wage distribution (that is between the eighty-fifth percentile and the median) and 15 percent in the lower part of the wage distribution (that is between the median and fifteenth percentile). Based on the SOEP our study indicates significant rising wage inequality, thus adding to the evidence that the increased wage dispersion in Germany is not a spurious empirical effect. The findings are in line with evidence from recent studies based on larger samples of German register data for dependent workers, although there are some qualifications. Increasing wage inequality in West Germany seems to be neither the result of rising participation of women or self-employment workers nor of changes in the share of foreigners. In addition we find that a larger part of the rise in inequality occurred in the group of workers with low tenure which has not been reported so far for Germany (confirming however findings from Spain, Izquierdo/Lacuesta 2006) . This result is in line with empirical research on downward wage rigidity in recessions. In Germany incumbent workers enjoy a higher degree of protection against wage competition. Adjustment takes place to a greater extent through reductions in hours and labour while wage reductions more often occur in the group of entrants and workers with low tenure (see Fehr/Götte 2005 , Kaiser/Pfeiffer 2001 , Pfeiffer 2003 .
East Germany 1994, 2005
Which factors account for rising wage inequality in East Germany? Are there differences between East and West Germany? The results of the decomposition (see Table 4 ) can be summarized as follows:
-The overall measure (ninetieth to tenthdifferential) indicates a slightly stronger rise in wage inequality in the sample of East compared to West German workers, Table 4 , which is in line with Kohn (2006) . This is a consequence of the transition from a socialist to a market economy after unification. The process of adjustment and convergence to the West German wage distribution is still not complete, and its consequences for the evolution of wage inequality are still unfolding (see also Franz/Steiner 2000) .
-In contrast to West Germany a large part of rising inequality occurred in the upper tail of the wage distribution, 54 in comparison to 23 percent in West Germany (for the full sample). The total increase in the ninetieth to fiftieth percentile of the wage distribution for prime age dependent males was 0.165 log points, the total increase in the fiftieth to tenth percentile of the wage distribution was 0.094 log points.
-Composition effects seem to be of minor importance in the East German samples with the exception of the lower part of the distribution for prime age dependent males. Price effects are significant especially in the upper part of the wage distribution (assessed by point estimates). For prime age dependent male workers decomposition results suggest that price effects are quantitatively more important than residual effects.
-The differences in wage inequality between tenure groups are less pronounced in East compared to West Germany.
-Again the reported confidence intervals suggest that the distinction between price, composition and residual effects has a moderate degree of statistical explanation power.
One economic explanation for the finding that there is no tenure difference in the East German data and a strong tenure difference in the West German data is the competition for high wage workers between both German regions. This competition together with the well known mobility of high wage workers (especially from East to West Germany) contributed to wage dynamics and inequality in the upper part of the wage distribution in East Germany. The relatively higher degree of rising wage inequality in East compared to West Germany seems to be due to a higher extent of wage inequality in the upper part of the wage distribution in East Germany. Interestingly the pattern of wage inequality in East Germany after unification has some similarities with the period of rising wage inequality in the United States that started after the computer revolution in the seventies (see Juhn et al. 1993) .
Concluding remarks
This paper contributes to the ongoing debate on international trends in wage inequality. Based on the SOEP 1984 to 2005 the evolution of wage inequality is investigated separately for East and West Germany. Despite the strong trade orientation of the German economy and rising wage inequality abroad, the German wage distribution was fairly stable for a long time. However, our findings, based on the SOEP data, hint at rising wage inequality which started after the economic downturn 1992/93 in both parts of Germany.
The recent significant increase in wage inequality in Germany, measured with the SOEP, seems to be a robust phenomenon, unrelated to specific groups of workers, for example the self-employed, women or foreigners, although there is a need for differentiation. Our decomposition results indicate that price effects are more important for East compared to West German workers, assessed by the point estimates. Rising wage inequality in East Germany seems to be quantitatively more pronounced among high wage workers and in West Germany among workers with low tenure. In times of high unemployment firms' adjustment takes place primarily through reductions of employment and hours of work. Competition through high unemployment in West Germany seems to have had a stronger impact on wage inequality among entrants and workers with low tenure. In East Germany rising inequality seems to be due to a higher extent of wage inequality for high wage workers, which presumably is a result of competition for (highly) qualified workers who otherwise migrate to West Germany. Prominent additional explanations in the literature on rising wage inequality refer to the non-neutral nature of technical change, a rising demand for cognitive, non-routine abilities, to world-wide factor competition, decreasing social transfers and union power (German unions lost 2.8 million of their members between 1994 and 2004), changes in unobserved skills and rising inequality in abilities resulting from the German educational system of early tracking. The computer revolution fostered general education and analytical and cognitive non-routine skills while vocational education and non-cognitive manual and routine skills lost ground. Future research could be directed more specifically to these different explanations and reasons for the evolution of wages and inequality in Germany. In addition more research is needed to assess recent wage dynamics with better data especially for the top deciles of the wage distribution. Since residual wage changes account for two thirds of the rise in wage inequality in West Germany, future research is needed with improved information on hitherto not observed characteristics. For instance, the content of the chosen categories of education might differ over time as well as the economic value of tenure in an employeeemployer relationship. Last but not least, the consequences of rising wage inequality for individual well-being, for employment as well as for the evolution of unemployment need to be investigated in greater detail. Franz/Steiner (2000 ) 1990 -1997 In East Germany wage distribution was compressed under socialism. After unification there is rising wage inequality in East Germany, strongest in the first years. Kohn (2006) 1975-2001 IABS Rising wage inequality, especially in East Germany, starting in the mid 1990s. Möller (2005) 1975-2001 IABS Rising wage inequality, especially below the median, starting in the mid 1990s. Pfeiffer (2003) 1975-1995 IABS Wage rigidity is present due to central wage bargaining; for 50 percent of workers wages would have been lower without rigidity; the wage sweep-up is higher for German workers in large firms, rises with tenure and is higher in the middle part of the wage distribution. Prasad (2004) 1984-1997 SOEP Relatively stable wage distribution in Germany.
Returns to education and experience remained stable. Some evidence for a modest increase in wage inequality at mid 1990s. Steiner/Hölzle (2000 ) 1990 -1997 Relatively stable wage distribution in Germany. Earnings and wage inequality in East Germany increased after reunification. Steiner/Wagner (1998) 
1984-1990 SOEP, IABS
Modest increase in earnings inequality when calculated on the basis of the IABS, while earnings remained constant or slightly decreased on the basis of the SOEP. 
